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What Gan Be Done . 
Inflation? 
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Mr. Jacosy: The great economic problem of the day is not 
unemployment, as many people thought a year ago it would be, 
but commodity price inflation. Thousands of daily-newspaper 
columns are being devoted to the subject of prices. Yet the ex- 
tent of inflation of commodity prices which has already occurred 
is not fully realized. The immediacy of the danger of further 
large price increases is not appreciated. Nor are the measures 
which are required to check this price inflation being either 
candidly discussed or generally understood. 


Mr. Hart: I agree that people do not fully understand this 
problem. For one thing, there is certainly a lot of nonsense being 
tossed around. For another thing, a lot of people do not seem 
to have caught up with these problems yet. Their discussions of 
‘economic policy still echo the unemployment troubles of the 
thirties or war-control problems. The inflation problem really 
4 not yet entered their thinking. 


~ Mr. Friepman: Perhaps this is partly because people do not 
teally understand that we have had a good deal of inflation al- 
teady. Partly, too, it is because the index numbers upon which 
we must rely for our statistical estimates of the amount of in- 
flation tend to understate this amount. They show something 
like a 35 per cent increase in the cost of living during the war. 
t is likely, however, that we have had a great deal more than 
that. Perhaps we have had almost as much as we had during the 
last war, when prices rose 70 per cent. 
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Mr. Harr: That is news, if the indices are off that much 
Where do you get authority for that statement? | 


Mr. FriepMan: Part of the basis for this statement is some 
recent work done by the Department of Commerce, which tried 
to make some estimates of the understatement of the indices on 
the prices of food and clothing. The official indices for food show 
something like a 50 per cent rise in price. The Department of 
Commerce found that people are now spending about twice a 
much for food as they spent before the war. Yet the Department 
of Agriculture indicates that there is no more food, or very littl 
more food, available to consumers now than there was before th 


I 


war. 
Mr. Hart: That means that prices have about doubled, then 


Mr. FriepMan: Somehow or other, prices must have doubled] 


since people are spending twice as much for the same amount o 
food. 


Mr. Jacosy: Would you say that the same condition pro 
ably is true of clothing and other components of the cost of living 
with the possible exception of rent? 


Mr. Frrepman: It certainly is true in the case of clothing 
Again, according to the Department of Commerce estimates, it 
is even true in relation to housing. A recent study of the Burea 
of Labor Statistics shows a great shift toward the ownership o 
homes. Because rent controls prevent people from renting homes 
they have been forced in large measure to move into the home: 
ownership field. 


* See S. Morris Livingston, “The Postwar Price Structure,” Survey of Curren 
Business, November, 1945. 
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Mr. Jacosy: I am rather apprehensive about your statement, 
Friedman. The fact is that this nation has never yet been able to 
pass through a major war without more than doubling the whole- 
sale price level and without a very substantial increase in the 
cost of living. It happened after the Civil War, the War of 1812, 
and World War I. The cause of these price increases (in- 
eluding after World War I) we know were in every case the same 
—an increase in the federal deficit and in the quantity of money. 
Since we have had a vast increase in the quantity of money and 
the size of the deficit in this last war, must we therefore expect 
the full consequences in prices this time? 


Mr. FrrepMan: It does not seem to me an absolute essential 
that we have another large price increase, but it certainly ap- 
‘pears to be a very real possibility, unless we take definite meas- 
ures to prevent it. 


_ Mr. Hart: A lot of the makings are right in sight. In the 
first place, the public holds an enormous supply of cash and 
government bonds, which are almost the same thing as cash, for 
‘they can be turned into cash at any time. 


-_ Mr. Jacosy: We might note in this connection that the 
amount of these liquid assets—cash, deposits in banks, and gov- 
ernment bonds—has risen about two and a half times what 
they were in 1939. They are up from sixty-five billion dollars to 
two hundred and twenty-five billion dollars.? 


Mr. FriepMan: These assets would not make much difference 
if people simply wanted to keep them. But we all know that 


2In Production Moves Ahead: Sixth Report of the Director of War Mobiliza- 
tion and Reconversion, April 1, 1946, it is reported: “Income payments have held 
up well and at the year’s end business held $80 billion in liquid assets, and 
individuals $145 billion, a total of $225 billion in liquid assets (i.e., currency, 
demand deposits, time deposits, and U.S. Government securities). This compares 
with the total liquid assets held by business and individuals of $65 billion at the 
end of 1939, and of $81 billion at the end of 1941, and is the largest reserve ever 
accumulated in this country.” 
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everybody is anxious to spend the money he has on things h 
wants very badly—like housing, durable goods, and so on. 


Mr. Jacosy: What we have, therefore, is a great potential 
increase in the money-demand for goods. We ought also to no4 
tice that there is an upward pressure on prices on the cost side: 


Mr. Hart: I might add that, in relation to money-demand 
it is entirely possible to get a big increase in the cash suppl 
beyond what we now have. If inflation really takes hold, addi4 
tional bank loans and public selling of government bonds to th 
banks would make possible a huge increase of the cash suppl 
way beyond what is even now in sight. 


Mr. Jacosy: Let me summarize what we have said thus far 
We agree that there has been a great deal of inflation and tha 
there is a good deal more in sight. This, we agree, is a real pos 
sibility. 

This leads us to the question of whether the problem is some 
thing about which we ought to worry. Is inflation a bad thing: 


Mr. Frrepman: That will depend a great deal upon whether 
one looks at it from his own personal point of view or from th 
national point of view. To a great many individuals, inflation i 
a very good thing; to the nation as a whole, it is an extremely bad 
thing. 


Mr. Hart: There is certainly no use pretending that there 
are not those who gain. But we must remember that the person 
who gains in one way is often losing in another way. Very few 
people make a net gain out of inflation. 


Mr. Friepman: I object, to some extent, to the implications 
of that statement, if only on the basis of our experience during 
the last four or five years. During this time we have had a sub- 
‘stantial inflation, yet a great many people in this country are 
better off than they were before. Certainly, very few seem to 
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realize how great an inflation we do have. This is partly true 
because so many people have benefited from it. 


Mr. Jacosy: But must we not remember that the people who 
benefit are the most articulate, the best organized, and political- 
ly the most potent? 


Mr. Harr: The people who have been well off during this 
period have been so largely because other factors in the situation 
have made up to them for the inflation which they have suf- 
fered. Not all those things, however, are going to keep making 
up to them for continued inflation. 


Mr. Jacosy: That may be true, but I also see many old-age 
pensioners and annuitants, teachers, instructors in universities, 
white-collar workers, and veterans whose benefits under the 
G.I. Bill are shrinking in purchasing power as prices advance, 
who all are suffering more and more acutely. I think, because of 
the veterans, this group may become politically more vocal than 
they have been. 


Mr. Hart: Let us add one point. If we want to get ourselves 
really set for a big depression, having ourselves a big inflation is 
the best way to set the stage for collapse. 


Mr. Jacosy: Precisely! 


Mr. Friepman: From the national point of view and aside 
from the problems of individuals, I am sure that we all agree 
that a big inflation now would have disastrous consequences not 
only in terms of a big depression later on but also in terms of a 
loss of confidence in our government. It would also have serious 
repercussions in terms of the possible necessity of a great many 
controls and large-scale governmental action. Such action we 
might not have to take, or want to take, if we were able to keep 


price levels stable. 
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Mr. Jacosy: We weaken the whole fabric of democratic gov- 
ernment by this inequitable redistribution of incomes. 

People seem to be, as you have pointed out, Hart, rather 
complacent, and for differing reasons, about the threat of mount- 
ing inflation. Some people say that there is no problem at all; 
others think that we have not had much inflation. Still others 
argue that, since large production will solve the problem, infla- 
tion today is temporary until we can get production going. 
Some say that a policy of OPA price-wage fixing will do the job. 
Beyond all this there are also other policies involved in ae 
the budget and limiting the money supply. 

I suggest that if inflation is such a serious problem and if it is 
imminent and real, we look at several of these policies of meeting: 
it. First of all, how about more production? 


Mr. Harr: One thing which we should all remember is that 
most of the great inflations of the past have happened at a time 
when production was going strong. High production and infla- 
tion can go together. In fact, we have high production now, in 
spite of all the fuss, and look at us. We are certainly getting 
ready for an inflationary move in spite of it. 


Mr. FriepMan: The point which is neglected about high pro- 
duction is that it also means high incomes. People are paid high 
wages for producing the goods which constitute the flood of pro- 
duction; and, then, they try to spend those incomes. High 
production, therefore, is not an unmixed blessing, so far as pre- 
venting price increases is concerned. 


Mr. Jacosy: That is true. There is another side to that prob- 
lem. When production expands and the number of jobs with it, 
more people will be getting incomes. Many of those people now 
have savings accounts and cash which they are not willing to 
spend because they do not have a current flow of income. When. 
as a result of increased production, they get that current flow, 
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they may be more willing to spend not merely their current 
income but also their savings. 


Mr. Friepman: The problem is to provide those people with 
goods to buy. It is less a problem of total volume of production 
than the amount of production available to civilians to buy. 


Mr. Hart: It is really a question of proportions, it is not? 
That is, if a large part of the output (as was true during the war) 
is something for which one receives an income for producing, but 
for which one cannot spend his income, then inflationary pres- 
sure results. We can expect that, as a larger proportion of pro- 
duction consists of the kind of things which consumers can buy, 
we will get a lessening of that inflationary pressure. We have 
had some easing already, and there is still some to go. But there 
is no reason to believe that that is going to solve the problem for 
us. It is going to make the situation better, but I do not think 
that it is going to make it enough better so that we can afford to 
let other things ride. 


Mr. Jacosy: I take it that we disagree with the National 
Association of Manufacturers and with Mr. Bowles who hold 
that price inflation can be smothered in an avalanche of produc- 
tion. It can be that production will help, but it cannot be counted 
upon to do the whole job.’ 

Let us look, then, at the second policy for coping with infla- 
tion—the OPA price-wage control policy. Is price control help- 
ful? 


Mr. Friepman: I do not think that it is at the present time. 
Price control has a difficulty, in the first place, in that we may 
think it is helpful and, thereby, not take the more important 
- measures which are necessary in order to prevent prices from 
rising. In the second place, in a great many fields price control 


3 See Chester Bowles, “The Fight against Inflation,” Vital Speeches, April 1, 
1945. 
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cannot be effective, in my opinion, without rationing, priorities, ) 
and the other techniques which we used during the war to back | 
it up. And, finally, in those fields in which it can be effective—as, 
for example, in the control of rents—price control may well do | 
more harm in disturbing the channels of distribution than the | 
good it can do in keeping down the prices. 


Mr. Harr: Do you mean that departing from rent controls 
would ease the housing situation? 


Mr. FriepMan: It would ease the housing situation in the 
sense that people could find houses or apartments to rent. It 
would mean arise in rents. I do not like that any more than you | 
do, but neither do I like the idea of people not being able to find 
places to rent. 


Mr. Jacosy: But the fact is, is it not, that people do have 
roofs over their heads, although they may be inadequate ones 
and although the people may be crowded? The fact still remains 
that we would create a great deal of inequity for the war veteran 
with his family, let us say, if we took off rent control and if, as a 
result, he had to pay one hundred and forty dollars a month for 
his little apartment instead of sixty or seventy dollars. 


Mr. FriepMan: An omelet cannot be made without breaking 
some eggs; and the present problem cannot be solved without 
hurting some people. The veteran, it seems to me, is the one who 
would benefit most by removing rent controls. It does not do 
him any good now to know that if he finds a place to live, he 
need pay only the ceiling rent, because he will not be able to 
find a place to live in. What he is now forced to do is to double 
up with relatives and friends, to go into temporary housing, per- 
haps to face the problem of being separated from his family for 
long periods of time while he hunts for housing wherever he 


finds a job. 


Mr. Hart: This is more or less a side show. We should register 
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the point, while we are at it, that if we go in for rent control, it 
becomes a community responsibility to make sure that housing 
is being fairly shared. If we do not let people use the money 
which they have in their pockets to take care of themselves, 
there is a community responsibility to do it some other way. 
But I do not conclude from that that we ought to part with rent 
control; I conclude that we ought to go after the housing prob- 
lem in a variety of other ways. 


Mr, Jacosy: In short, we should be prepared to supplement 
tent control with other measures—rationing of housing or some- 
how seeing to it that the available supply of rooms is fairly 
shared. 


_ Mk. Hart: That becomes a major community responsibility. 
More responsibility results from maintaining rent control, but 
that responsibility can be handled. 


Mr. Jacosy: I object to your view, Hart, that this is a “side 
show.” We do have a very important sector of opinion holding 
that price controls are the key to our problem. 


Me. Hart: I do not think that price control as a whole is a 
side show! The argument in favor of maintaining price control 
is, in large part, that it gives us a breathing spell. It keeps cer- 
tain things from sliding while we do something else. A lot of 
people feel that this something else is just the expansion of pro- 
duction at which we looked a moment ago. I do not think there 
is much in that argument. I justify maintaining price control 
for one more year—and not longer—in terms of the things at 
which in our discussion we have not yet looked—what can be 
done to the budget and what can be done to the money situation. 
In general, I favor maintaining price controls in order to gain 
time in which to get the general inflation situation under control 
by more basic and fundamental measures. 


a 


Mr. Friepman: I have real doubt as to whether it really gains 
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q 
us time. But even if I were to grant that point, I would say tha} 
you have overlooked the possibility that maintaining price con} 
trols may make it much more difficult to get these other meas) 


ureés. 


Mr. Jacosy: J agree with Hart that price controls ought t 
be kept for another year. It is hardly necessary to add that we 
need, at the same time, to streamline the procedure of price 
setting, adopt automatic pricing more widely, and abando 
price control in some areas, such as on machinery, for example 
where it does not impinge directly on cost of living. We mus 
also administer price control honestly in the sense that the fed. 
eral government, through the President’s office, must not inter: 
vene in wage disputes to help bring about higher wage-rate in 
creases than can be absorbed in increased productivity an 
which are not reflected in prices. 


Mr. Hart: But, above all, let us not let price control tur. 
into an excuse for letting things slide in other directions. 


Mr. Jacosy: I agree with you on that point. While the thre 
of us do not agree precisely on when price controls should b 
abandoned, we do think that price control is definitely not th 
panacea for the problem of inflation. 

Let us turn, then, to the question of the budget. Will a bal. 
anced budget prevent inflation? 


Mr. Friepman: It will help, but it alone will not prevent in! 
flation. We have to have a drastic shift from the point of view 
which we had to adopt during the war, when the main proble 
was government activity and government expenditures. No 
the chief drives for inflation come not from government but fror 
the private sector. 


Mr. Harr: At the same time I would insist that moving to. 
ward a balanced: budget and getting revenues well up abov 
expenditures, if possible, is one of the big things which the 
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government could do. Certainly this is no. time for cutting taxes; 
and it is no time for letting government expenditures coast along 
at a higher rate than necessary. 


Mr. Friepman: It is certainly true that if we can get the 
government to take in more money than it is paying out, that 
will help us to reduce the pressures on the supplies of goods and 
services by that much. But the point which needs emphasis here, 
it seems to me, is that that alone will not be enough. 


Mr. Jacosy: I would agree with that. I do not like to talk 
-merely in terms of approaching a balanced budget; I like to 
think in terms of generating a very large excess of government 
“Income over government outlay. 


Mr. Harr: And that should be possible. In the first three 
months of 1946 the government took in as much money as it 
spent for the first time in a long while. We are in sight of having 
some possibility of a surplus, if the lines are tightly held and if 
Congress and the Administration do not ease up on one or both 
sides of the budget. 


Mr. Jacosy: And let us face the implications of that policy 
very clearly. They will not be pleasant to many people. It will 
mean an abandonment of a good many programs of govern- 
mental expenditures, such as public works, which in ordinary 
times might be highly desirable, but which must be foregone 
now in the interests of larger objectives. 


Mr. Harr: I would say that it makes sense now to plan a 
“program of expenditures on those lines—it makes sense to plan 
tax cuts now. But those things ought to be shoved way back on 
the shelf somewhere for the right time. This is not the right time 
for anything which shifts us toward a deficit in the budget if it 
can be helped. 


Mr. Jacosy: Let us approach a fourth factor in an anti- 
inflationary program—the question of limiting money supply. 


[11] 


j 


Mr. Friepman: In that sphere we have to take every measure 
which we can to prevent the present large supply of money and 
deposits from rising beyond its present level. If possible, we: 
must even reduce it. Limiting the money supply is a subject 
which has received far less attention than it deserves. This is 
primarily true, I think, because it is so technical and difficult. 


Mr. Hart: As we said in the beginning, the problem of hold- 
ing down the money supply was not one of our major problems, 
when we were struggling with unemployment back in the 
thirties. We also managed to get through the war without 
worrying very much about it. It does not follow, however, that 
we can afford not to worry about it now. On the contrary, we are 
getting to the point where it is critical. 


Mr. Jacosy: Let us simplify the problem if we can. I agree 
with you that it is not yet very well understood. How did the 
money supply increase? What was the process of its increase. 
during the war? 


Mr. FriepMan: The primary sources of increase are a result: 
of federal deficits. Government, during the last four or five 
years, has been paying out a great deal more money than it has 
been taking in from individuals. That money has piled up in the 
hands of individuals, corporations, and banks. 


Mr. Hart: The mechanism has been one in which the banks 
bought government securities and, as the expression is used; 
“created deposits.” That is, the money which the Treasury got 
from the banks was passed on through the Treasury expendi- 
tures to the public. The vehicle by which this was accomplished 
has been bank-credit expansion, which is, of course, the thing 
which is making the problem crucial now. 


Mr. Frrepman: It seems to me that there are two pillars to 
the problem. One is the large volume of money and money sub- 
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stitutes in the hands of the public; the second is the great volume 
of unused lending power in the hands of the banks. 


Mr. Jacosy: That is true. It might also be stated in this way: 
commercial banks now have such large holdings of government 
securities that they can, almost without limit under present con- 
ditions, increase their lending power by selling those government 
securities to the Federal Reserve banks, which give them cash. 


Mr. Hart: So that if inflation takes hold, anybody who wants 
to borrow can very easily be accommodated at his bank. 


Mr. Jacosy: That is right. 


Mr. FriepMan: And the present government policies are to 
support the bond market and to guarantee a market for these 
bonds to the banks. 


Mr. Jacosy: So long as the Federal Reserve banks continue 
to buy these government securities from the commercial banks 
at such time and in such quantities as will prevent their price 
from falling (in this effort that you mention to help the Treasury 
borrow money at a lower rate), tighter money—that is, a limita- 
tion on the lending power of the banks—and_ higher-priced 
money, in the forms of higher interest rates, are impossible, are 
they not? 


Mr. FriepMan: Yes, they are impossible to achieve. We have 
to separate our problem, then; we have to take two different 
kinds of steps. In the first instance, we have to do something to 
freeze this unused lending power of the banks. The most appro- 
priate measure for that, it seems to me, would be greatly to raise 
the reserve requirements imposed on commercial banks. 


_ Mp. Harr: And at the same time we can let them count their 
bonds as reserves, if their requirements are raised. It would be 
necessary to get the requirements up to something resembling 80 
per cent of deposits in cash plus bonds, if we do the trick; but it 
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would not be necessary to force the banks to turn in all the bonds 
in order to do the trick. 


Mr. Friepman: They can be allowed to hold the bonds. In 
fact, that would be a way in which to reduce the interest rate on 
part of the debt, because a smaller interest coupon on the bonds 
which they hold as reserves behind their deposits could certainly 
be given them. 


Mr. Hart: That is one side of what you are saying. If w 
can get the reserve requirements way up, we can dam the unuse 
lending power. What is the other side? 


Mr. FriepMan: The other side is to try to tie down, someho 
or other, the great volume of money and money substitutes in 
the hands of the public, individuals, and corporations. The chie 
instrument in doing that must be federal debt policy. We mus 
try to get people to hold government bonds which are not, im 
mediately redeemable but which they can redeem only after 
period of time. 


Mr. Jacosy: Perhaps the whole policy program might b 
summarized as an effort to prevent further increases in spendin 
power, either by government, which will try to generate a sur- 
plus rather than to borrow more and spend more than its current 
income, or by businesses, which will be put in a position in which 

the banks cannot lend money to them for expansion or spending 
(this will result because bank lending power will be curbed by 
the measure which you mention) or by consumers, who also gC 
to the banks to borrow money for consumer goods. 


Mr. Harr: But, aside from going to the banks, something has 
to be done about the possibility of an individual or a business 
turning in its bonds in order to get funds. 


Mr. FriepMan: What we have to do in that case is to make 
it more attractive for the individual to hold his government 
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bonds. The only way in which we can do that is by offering him a 
higher interest return than he now receives. 


Mr. Harr: Although it makes a great deal of difference what 
else we do, I doubt if much can be gained by leaving the bonds 
redeemable and simply paying people more interest on them. 
On the other hand, if we would tell people that we would give 
them more interest if they would exchange their bonds for ones 
which they would not be so strongly tempted to cash, we might 
get something for the higher interest. 


Mr. FriepMan: In general, there is not much more point in 
the government’s giving something away for nothing than there 
is in an individual’s doing so. We certainly ought to try to pay a 
higher interest rate only in return for getting people to accept 
nonredeemable bonds. 


Mr. Jacosy: Do you think that the interest rate would have 
to be much higher than the something-under-3-per-cent which 
is now paid.to holders of United States savings bonds? 


Mr. FriepMAN: That seems to me an almost impossible job 
to estimate, because so much will depend upon the climate of 
opinion. If we are successful along these other directions in pre- 
venting a large price rise from getting under way, a very small 
increase in the interest rate would be all that would be necessary. 


Mr. Jacosy: I am inclined to agree. 


Mr. FriepMan: Our general policy, I believe, ought to be to 
worry less about the nominal interest rate which we are paying 
than about our effectiveness in tying down—in keeping from 
being explosive fuel on the inflation situation—this great volume 
of money and money substitutes which individuals hold. 


Mr. Hart:-In any case, it is high time that we should get 
_ beyond the mere talk stage on this. We really ought to be in the 
situation—and we are vot in the situation—in which legislation 
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is coming up to do something about the bank-reserve situation. 
There certainly ought to be some experimentation, at the very 
least, with the question of whether the public can be persuaded 
to commit itself to tie down these funds which are now in govern- 
ment bonds. 


Mr. FriepMan: Are we not in an even worse position than 
that, because we now have a federal government commitment to 
keep the interest rate low? What we need now is a complete 
reversal of policy. The federal government commitment, if car- 
ried through, could completely negate the effect of raising re- 
serve requirements by putting the government in a position in 
which it is always ready to increase the amount of reserve funds 
in the hands of the public. 


Mr. Jacosy: That is the amount of lending power in the 
hands of the bank. A point should be added that the money 
policies and budgetary policies, to which we have referred, oper- 
ate indirectly and that they are very desirable in a free-market 
economy in which we desire to leave consumers’ and businesses’ 
decisions as free as possible and in which we want to get rid of 
direct interferences with their actions. - 


Mr. Hart: By the same token, if we do continue the default 
of making policies on the tax side and policies on the money side, 
which is threatened, we are likely to get into a position in which 
there will be a terrific popular demand to reinstate the direct 
contrqls and to make them work more effectively. 


Mr. Jacosy: That means, does it not, that organizations of 
businessmen like the National Association of Manufacturers 
should be the loudest in their request for the vigorous use of 
fiscal and monetary measures? 


Mr. Hart: If they really want to get in a position to do with- 
out the direct controls to which they object, they have a strong 
obligation to take action in that direction. 
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Mr. Jacosy: The true measure of price inflation in the United 
States since 1940 is much greater than the rise of 35 per cent 
shown by the official figures on the cost of living. The major 
effect of price control has been to disguise price increases in cur- 
tailed service, poor quality, and restricted choice rather than to 
prevent them. There have been enormous increases in the quan- 
tity of money, in the urgency of demand, and in wage costs. 
These make a considerable amount of further price inflation a 
real possibility. 

We think that further gains in production cannot be relied 
upon to prevent price inflation. Such gains will make more goods 
-available to civilians; but they will also bring increases in income 

and spending power. Nor do we think that President Truman’s 
price-wage policy can prevent inflation. It is our opinion that 
OPA price controls should be terminated as soon as possible, but 
we differ upon whether that means now or a year from now. 

Above all, we have joined in the view that it is necessary to go 
beyond the symptoms and to attack the causes of further infla- 
tion. This means to reduce the potential amount of consumer 
and business spending through reductions in cash, in bank de- 
posits, and in bonds held by the public. It means continued high 
taxes, reduced federal spending, and a budget surplus as large 
and as soon as possible. It means putting the Federal Reserve 
authorities once more in control of the money markets, which 
will bring higher reserves for commercial banks and higher in- 
terest rates. 

There is, it seems to us, a real danger that continuance of 
price control by the OPA will be regarded as a substitute for 
dealing with the very basic causes of inflation. 


The Round TaBLe, oldest educational program continuously on the air, is broadcast 
entirely without script, although participants meet in advance, prepare a topical 
outline, and exchange data and views. The opinion of each speaker is his own and 
in no way involves the responsibility of either the University of Chicago or the 
National Broadcasting Company. The supplementary information in this transcript 
has been developed by staff research and is not to be considered as representing the 
opinions of the Rounp TaBLB speakers. 
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Al Special Supplement ou 
INFLATION 


THE SCENE TODAY 
More Americans now working, 
producing more goods, earning more, 
than ever before in peacetime history. 
CIVILIAN PRODUCTION 
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THE EAGER MARKET FOR GOODS 


Consumer expenditures rise, savings drop, 
as more goods become available. 


CONSUMER INCOME ESTIMATED 
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EMPLOYMENT IN TRANSITION 


Labor force fell rapidly after VJ; employment rose 
gy from September on, topping its war level in 1946. 


ESTIMATED 


eee 


———— eee 


Se 
= | non agricultural ): 


MILLIONS 


SHOITITIIA 


en 


| 


I 


0 
JULY AgG. . SEPT. oct. ROW. DEC. JAN, Fi 
1945 1946 


# Includes persons temporarily idle on account of strikes, illness, temporary layoffs, etc. 


\* AVERAGE 
APRIL THRO JONE 
1946 


Source: ibid. 


[20] 


HOUSING PROGRAM: 
THE REED, AND THE SIZE OF THE TASK 


During the next two years 3,025,000 veterans and others 
will be seeking homes; Government program would provide 
maximum of 2,700,000 
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HOMES WE HOPE TO BUILD: 


The program calls for more home building than we have 
ever done in our history, 
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BUREAU OF LABOR STATISTICS 
COST-OF-LIVING INDEX 
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RETAIL PRICES FOR GROUPS OF FOOD 


AVERAGE FOR LARGE CITIES 
1935 -39=100 


FRUITS AND VEGETABLES 
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UNITED STATES DEPARTMENT OF LABOR 
BUREAU OF LABOR STATISTICS 


Reprinted by special permission of the Bureau of Labor Statistics 
[23] 


soystvss 40qvy fo nveang 2y1 fo uorssiused porsads kq pajursday 
S1siivis YOBYT 40 NVINNe 


yOGVT JO LNINLYVd30 S3AVLS OFLINN 


9b6I Sh6l PHEI CHGI ZHG! 1761 OG! GEG! ECGI LE6I OEE! SEG! HES! CEG! SEI I€61 OLGI 626 BZEI L261 9ZEt SZEI HZEI SZEI SZEI 1Z61 OZEI GIGI GIGI LIGI OIG SiG! HIG! CI6I 


09 


[24 ] 


at 


001= 6¢-S¢e6l 
S3ILI0 JDYV1 YOsS JOVYSAV 


SYSNYOM ALIO OL GOOS 4O S30IYd TiVL3Y 


_ WEEKLY FAMILY FOOD PURCHASES 
FOR ONE WEEK 


CKKGS 
- 


L . 


_ _ . 


AVERAGE WEEKLY EXPENDITURES 
FOR FOOD PER PERSON 


<4 U7: What Do You Think? 


. In your opinion how much has the cost of living increased since 1940? 
In which areas has the cost of living increased the most? Do quality 
deterioration and shortages represent a significant increase in the 
cost of living? What do you think your dollar is worth as compared 
to what it would buy before the war? 


. Is the American public apprehensive or complacent about the danger 
of inflation? Do people fear a runaway inflation? Why is inflation a 


bad thing? Who benefits from inflation? From the national point of | 


view when does inflation become a bad thing? 


. Do you think we should abolish price controls? Can inflation be 
drowned in a flood of production? Have past inflations been accom- 
panied by high production? 


. Should rent control be retained? What is the argument for the 
abolition of rent control? Do you agree that rent control has created 
the present housing shortage? If rent control is retained, should a 
community rationing of housing be attempted? 


. Is President Truman’s present wage-price policy inflationary in its 
effect? Does the increase of the minimum wage create or decrease in- 
equities in the present inflationary spiral? Can the government settle 
wage disputes without having to control prices? To get out of price- 


fixing, does the government have to abandon the role of umpire in : 


wage disputes? 


. Should food subsidies be continued in an effort to check inflation? 
Should the farm-parity formula include a fixed relationship to wages? 
Discuss. 


. What is the relationship of member-banks to the Federal Reserve 
System? What powers does the Federal Reserve System have over 
the financial system of this country? What is meant by “reserve re- 
quirement’? What is its control over interest rates? Do you see 


dangers in the present supply of money and money substitutes? 
What can be done? 
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See the current issues of the Monthly Labor Review, Survey of Current 
"Business, Business Week, and Nation’s Business for discussions of 
various aspects of the problems of the American economic scene. 
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